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The Mexican government and other US trade partners have protested the US decision to boost
agricultural subsidies in the recently approved farm legislation. The six-year farm bill was drafted
by Congress and signed by US President George W. Bush in mid-May. The legislation contains close
to US$200 billion in government subsidies for crop and dairy producers for 10 years, an increase of
67% from previous levels.
Critics in Europe accused the US of going against its commitment at the meeting of the World Trade
Organization (WTO) in Doha, Qatar, to refrain from unfair trade practices. That meeting was held in
November 2001. The US decision was condemned at all levels, including by prominent multilateral
financial organizations such as the International Monetary Fund (IMF), the WTO, the World Bank,
and the Organization for Economic Cooperation and Development (OECD).
In Mexico, agriculture organizations, federal legislators, and President Vicente Fox's administration
strongly condemned the subsidies as a violation of free-trade principles established under the WTO
and the North American Free Trade Agreement (NAFTA). "The new law contradicts Washington's
global agricultural trade objectives and needlessly damages Mexican interests," said the Secretaria
de Economia (SE).
The Fox administration and the Mexican Congress say the subsidies will create further
disadvantages for Mexican producers, who were already struggling to compete with lower-priced
imports of US grain and other products. "[These subsidies] disrupt markets and are a cause of great
concern for us and other countries," Fox said during a tour of Europe in mid-May.
The outrage was even stronger in the Congress, where some legislators warned of serious damage
to Mexican producers. "If we add all the supports that our government provides through programs
such as PROCAMPO, this translates to about 3,000 pesos or US$300 for each producer in Mexico,"
said Sen. Demetrio Sodi de la Tijera of the center-left Partido de la Revolucion Democratica (PRD).
"The US subsidies, in contrast, translate to about US$9,000 per producer." Sodi said the subsidies
come on top of other advantages that US producers have over Mexican counterparts, such as access
to better technology. "These new subsidies leave very little possibility for our farmers to compete,"
said Sodi.
Deputy Julian Luzanilla, a member of the Partido Revolucionario Institucional (PRI), introduced
a resolution in the Comision Permanente the permanent committee comprising members of
both houses of Congress urging the federal government to conduct a detailed study to determine
the exact impact of the US subsidies on Mexican agriculture. "The Economy and Agriculture
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Secretariats are directed to draw up a plan within the next 60 days specifying what actions will be
taken to counter the effects of the new US agriculture legislation on our national production and
markets," said Luzanilla.

Mexican legislators criticize subsidies at bilateral summit
The US agricultural subsidies were also a major topic of discussion at a summit of US and Mexican
legislators in Guanajuato in mid-May. The Mexican legislators linked the subsidies to discussions of
US immigration policies, warning that an impoverished Mexican agriculture sector would increase
the number of undocumented Mexicans in the US. "We expressed our concern to our counterparts
that this subsidy would allow US producers to introduce products in our market at a very low price,
which would eventually force many of our campesinos and agriculture producers to abandon their
way of life," said PRI Sen. Silvia Hernandez, a member of the Mexican delegation who participated
in the summit. "We asked them to view the issue in terms of the social cost on their NAFTA partner.
Hernandez said US legislators were surprised to see all Mexican political parties united in their
opposition to the subsidies. A handful of Mexican organizations, in the meantime, are urging
the Senate to renegotiate the agriculture provisions in NAFTA to compensate for the damage
caused by the subsidies, which could further widen Mexico's agricultural trade deficit with the US.
US agricultural exports to Mexico hit a record US$7.4 billion in 2001. "We do not trust President
Bush's pledge that the subsidies will not have an impact on global prices and will not promote
unfair trade," said Juan Leyva Mendivil, coordinator of the Congreso Agrario Permanente (CAP).
"He is only concerned about the US elections and is ignoring the socioeconomic impact on other
countries."
Heladio Ramirez, president of the Confederacion Nacional Campesina (CNC), said Mexican
producers should consider joining with counterparts in other nations to condemn the US
subsidy. "We have to join the voices of protest in other nations, because we all face this disaster
together." The SE has promised producers that its trade investigations agency (Unidad de Practicas
Comerciales Internacionales, UPCI) is prepared to support Mexican producers in pursuing unfairtrade actions against the US through the WTO or NAFTA. "We can begin an investigation as soon
as products that are unfairly subsidized begin to enter our country," said UPCI director Alejandro
Gomez Strozzi.
Economy Secretary Luis Ernesto Derbez ruled out an increase in Mexican government subsidies to
counter the US subsidies. "The solution is not for us to increase subsidies, but for the US to reduce
subsidies," Derbez said during a press conference in Paris. Derbez also criticized protectionist
practices of the US and the European Union (EU) that shut developing countries out of world
markets. He said Mexico remains very concerned about the new US agricultural subsidies. "Mexico
is made to suffer. Our vegetable, poultry, and pork products are very competitive in international
markets, and these new subsidies are going to distort the playing field," the secretary said. (Sources:
The Washington Post, 05/14/02; La Jornada, 05/14/02, 05/16/02, 05/17/02; La Cronica de Hoy,
05/16/02, 05/17/02; Novedades, 05/17/02; Reforma, 05/16/02, 05/17/02, 05/20/02; Reuters, 05/13/02,
05/15/02, 05/17/02, 05/21/02; Notimex, 05/14/02, 05/16/02, 05/17/02, 05/19/02, 05/21/02; El Universal,
05/16/02, 05/17/02, 05/21/02; Agencia de Noticias Proceso, 05/17/02, 05/21/02; Spanish news service
EFE, 05/21/02; The News, 05/16/02, 05/17/02, 05/22/02)
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